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PASS TREASURY AND FEDERAL RESERVE 

E.O. 11652: N/A 

TAGS: EALR, EEIN, EGEN, ER 

SUBJECT: FRENCH FINANCIAL AND ECONOMIC DEVELOPMENTS 
REE: PARIS 00823, JANUARY 10, 1975 

1. SUMMARY. PRESIDENT GISCARD D'ESTAING GAVE GENERALLY 
UPBEAT ADDRESS ON ERENCH ECONOMY JANUARY 23, BUT NOTABLY 
BACKED OFF FROM GOF'S PREVIOUS FORECASTS OF 4.0-4.2 PER- 
CENT GROWTH RATE FOR 1975; GISCARD NOW SAYS RATE WILL 
BE "BETWEEN 3 AND 4 PERCENT." MEANWHILE, INDUSTRIAL- 
ISTS CALL FOR END TO GOF DEFLATIONARY POLICIES AND 
OFEER THEIR OWN PROGRAM TO RE-STIMULATE ECONOMY. NEAR- 
TERM ECONOMIC OUTLOOK REMAINS CLOUDY - ALTHOUGH 
TENTATIVE SIGNS APPEAR INDICATING WORST MAY BE OVER. 
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END SUMMARY. 
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2. GISCARD UPBEAT ON ECONOMY DESPITE PATRONAT'S 

CHALLENGE - 

IN LATEST IN HIS SERIES OF "EIRESIDE CHATS" 

JANUARY 23, PRESIDENT GISCARD D'ESTAING PRE- 
SENTED EAIRLY OPTIMISTIC ACCOUNT OF FRENCH ECONOMIC 
PROSPECTS FOR 1975, GIVING CONSIDERABLE WEIGHT TO 
RECENT IMPROVEMENT IN TRADE ACCOUNT (PARA. 4 BELOW) 

AND PROJECTING GROWTH RATE OE 3 TO 4 PERCENT OVER 
COURSE OE YEAR. (LATTER REPRESENTS MARKED RETREAT 
EROM EINANCE MINISTER EOURCADE'S PERSISTENT FORECASTS 
OE 4.0-4.2 PERCENT GROWTH RATE EOR 1975.) DETAILS OE 
PRESIDENT'S SPEECH BY SEPTEL. 

GISCARD'S SANGUINE OUTLOOK NOTWITHSTANDING, 

PRIVATE INDUSTRY REMAINS CONVINCED GOVERNMENT HAS KEPT 
SCREWS ON TOO LONG. FRENCH PATRONAT (ROUGHLY EQUIVALENT 
TO NAM) HELD ANNUAL GENERAL MEETING IN PARIS JANUARY 14 
AND CALLED ON GOE TO SCRAP ITS DEELATIONARY POLICIES. 
PATRONAT CHAIRMAN ERANCOIS CEYRAC SAID IT NOW NECESSARY 
TO REELATE AT LEAST TO EXTENT NECESSARY TO ENSURE THAT 
1975 ECONOMIC GROWTH WILL EQUAL ESTIMATED 4.5 PERCENT 
RATE EOR 1974. 

PATRONAT PUT EORWARD ITS OWN PROGRAM TO COMBAT 
INELATION, INCLUDING ABOLITION OF PRICE CONTROLS, 

EASING OF CREDIT RESTRICTIONS FOR KEY SECTORS, GREATER 
INVESTMENT ALLOWANCES AND "MASSIVE REORGANIZATION OF 
INDUSTRY" SPONSORED BY GOE. ADDITIONALLY, PATRONAT 
SEEKING REVIEW OE ACCOUNTING PROCEDURES WHICH ESTABLISH 
COMPANIES' ASSET VALUES EOR TAX PURPOSES, PLUS GREATER 
TAX INCENTIVES TO DIRECT SAVINGS TOWARDS LONG-TERM 
INVESTMENT. 

3. ECONOMIC OUTLOOK: "BOTTOMING-OUT"? 

IN ITS LATEST SURVEY OF FRENCH ECONOMIC OUTLOOK, 
CONDUCTED DURING DECEMBER, BANK OE FRANCE REPORTS 
INCREASING NUMBERS OF INDUSTRIALISTS FORESEE SOME 
UNCLASSIEIED 
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PICK-UP IN INTERNAL DEMAND DURING COMING MONTHS, 
ALTHOUGH NO REAL EXPANSION IN OUTPUT EXPECTED BEPORE 
SECOND HALE 1975. WHEREAS SURVEY RESPONDENTS IN PRE- 
VIOUS MONTHS GENERALLY PESSIMISTIC EOR NEAR-TERM, 
MAJORITY NOW REPORTEDLY BELIEVE MOST DIPFICULT PERIOD 
HAS BEEN WEATHERED AND THAT DETERIORATION IN ECONOMY 
NOW UNLIKELY TO CONTINUE. 
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PREVAILING VIEW IN MOST SECTORS IS THAT DEPLETION 
OF INVENTORIES LIKELY TO COMMENCE DURING SPRING MONTHS 
AND EVENTUALLY LEAD TO RENEWED DOMESTIC DEMAND. IN 
CAPITAL-EQUIPMENT SECTOR, OVERALL ACTIVITY RELATIVELY 
SUSTAINED IN DECEMBER WITH FOREIGN ORDERS CONTINUING 
TO COMPENSATE FOR MEAGER DOMESTIC DEMAND; EXCEPT IN 
HEAVY-EQUIPMENT BRANCH, HOWEVER, INDUSTRIALISTS FAIRLY 
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CAUTIOUS IN NEAR-TERM OUTLOOK FOR SECTOR. AMONG 
INTERMEDIATE-GOODS PRODUCERS, REVIVAL IN ACTIVITY NOT 
EXPECTED FOR SOME MONTHS IN VIEW OF SUBSTANTIAL INVEN- 
TORIES AND DECLINING ORDERS IN DECEMBER. IN CONSUMER- 
GOODS SECTOR, SEASONAL DECLINE IN OUTPUT UNUSUALLY 
SEVERE IN DECEMBER - DUE LARGELY TO SALES LOST DURING 
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POSTAL STRIKE, ACCORDING TO BANK SURVEY. NEAR-TERM 
OUTLOOK FOR SECTOR HINGES ON EXTENT OE SEASONAL 
INCREASE IN PURCHASES BY RETAILERS AND HOUSEHOLDS 
DURING EARLY SPRING. 

4. TRADE ACCOUNT SHOWS SURPLUS IN DECEMBER - 

EOR FIRST TIME IN 12 MONTHS, FRENCH TRADE ACCOUNT 
MOVED INTO BLACK IN DECEMBER WITH SURPLUS OF 403 MILLION 
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FRANCS (SEASONALLY ADJUSTED, FOB-FOB). FOR 1974 AS 
A WHOLE, TRADE DEFICIT AMOUNTED TO 16.0 BILLION FRANCS - 
WHICH, WITH ADDITION OF FINAL ACCOUNTING ENTRIES EOR 
FRENCH OIL IMPORTS, SHOULD AMOUNT TO ABOUT 17 BILLION 
FRANCS - A FIGURE WELL BELOW LAST SUMMER'S OFFICIAL 
PREDICTION OE 22 BILLION ERANC DEEICIT FOR 1974. 

SEASONALLY ADJUSTED IMPORTS DECLINED 3 PERCENT 
FROM FF 19.6 BILLION IN NOVEMBER TO FE 19.0 BILLION IN 
DECEMBER. EXPORTS WERE UP 0.5 PERCENT FROM FF 19.3 BIL- 
LION IN NOVEMBER TO EF 19.4 BILLION IN DECEMBER. FOR 
YEAR AS A WHOLE, IMPORTS HAD RISEN 53.8 PERCENT WHILE 
EXPORTS INCREASED 37.3 PERCENT OVER 1973 TOTALS. 

ERENCH EOREIGN TRADE 

(SEASONALLY ADJUSTED; IN BILLIONS OF FRANCS, FOB -FOB) 


74-1 

74-11 

74-111 

74-lV 

YEAR 

IMPORTS 

55.3 

62.3 

63.8 

58.5 

239.2 

EXPORTS 

52.0 

56.9 

57.6 

57.2 

223.1 

BALANCE 

-3.3 

-5.4 

-6.2 

-1.3 

-16.0 


AS NOTED PREVIOUSLY, RECENT IMPROVEMENT IN TRADE 
ACCOUNT CAN LARGELY BE ATTRIBUTED TO SLOWDOWN OF FRENCH 
ECONOMY IN SECOND HALE AND CONSEQUENT DECLINE IN 
DEMAND EOR IMPORTS: SINCE JULY, EXPORTS HAD INCREASED 
ONLY 1.6 PERCENT WHILE IMPORTS FELL OFF BY MORE THAN 
16 PERCENT. FRANC IMPORT VALUES HAVE PROBABLY ALSO 
BREN HELD DOWN BY SOME SOETENING IN WORLD PRICES OF 
PRIMARY PRODUCTS (PARA. 8 BELOW) AND STRENGTHENING IN 
FOREIGN EXCHANGE VALUE OE ERANC. HOWEVER, STATE SECRE- 
TARY FOR FOREIGN TRADE NORBERT SEGARD LINKED 
DECLINING LEVEL OE IMPORTS TO "INITIAL EEFECTS " OF 
GOF'S ENERGY CONSERVATION PROGRAMS. (FRENCH CONSUMP- 
TION OF PETROLEUM PRODUCTS DROPPED 5.6 PERCENT IN 
1974, COMPARED TO 1 1.6 PERCENT INCREASE IN 1973; SEE 
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PARIS 1954.) 
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SEGARD REMAINED CAUTIOUS ABOUT ULTIMATE SIGNIFI- 
CANCE OF DECEMBER RESULTS, SAYING TRENDS "NOT YET 
CONSTANT ENOUGH" TO PROCLAIM GOF OBJECTIVES REACHED. 
NEVERTHELESS, OFFICIAL FORECAST FOR 1975 TRADE ACCOUNT 
(OVERALL DEFICIT OF FF 10 BILLION OR LESS) NOW SEEMS 
MORE PLAUSIBLE THAN HERETOFORE. 

5. UNEMPLOYMENT REACHES 3.4 PERCENT AT YEAR'S END - 

THE NUMBER OF REGISTERED UNEMPLOYED (SEASONALLY 
ADJUSTED) ROSE TO 660,000 AT END OF DECEMBER, UP FROM 
REVISED FIGURE OF 629,300 SET FOR END NOVEMBER AND 
FROM 421,800 AT END OF 1973. ON BASIS OF AVAILABLE 
DATA, WE CALCULATE SEASONALLY-ADJUSTED UNEMPLOYMENT 
IN DECEMBER AT ROUGHLY 3.4 PERCENT OF LABOR FORCE. 

(SEE PARIS A-535 FOR METHODOLOGY.) 

LABOR MARKET INDICATORS 
(SEASONALLY ADJUSTED QUARTERLY AVERAGES; 

IN THOUSANDS) 

74-1 74-11 74-III 74-IV 

REGISTERED 

UNEMPLOYED 440.8 443.1 474.3 615.9 

UNFILLED JOB 
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OFFERS 231.5 238.5 202.3 133.7 

EST. OVERALL 
UNEMPLOYMENT 
(AS PERCENT OF 

LABOR FORCE) 2.3 2.3 2.5 3.2 

DECEMBER FIGURES REFLECTED MODEST IMPROVEMENT 
IN EMPLOYMENT SITUATION RELATIVE TO PRECEDING TWO 
MONTHS: NUMBER OF REGISTERED UNEMPLOYED GREW BY "ONLY" 
5 PERCENT IN DECEMBER (COMPARED TO 12 TO 13 PERCENT 
INCREASES IN OCTOBER AND NOVEMBER), WHILE UNFILLED JOB 
OFFERS INCREASED NEARLY 9 PERCENT - THE LARGEST SUCH 
INCREASE IN OVER TWO YEARS. AGAINST LATTER "IMPROVE- 
MENT," HOWEVER, MUST BE WEIGHED DRASTIC DECLINE IN 
UNCLASSIFIED 
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JOB VACANCIES DURING SECOND HALF 1974, WHICH IN OCTOBER 
CULMINATED IN LOWEST LEVEL RECORDED SINCE DECEMBER 
1971. 

AS RESULT OF ADVERSE MOVEMENTS SEPTEMBER-NOVEMBER, 
THEREFORE, (AND DESPITE AMELIORATION IN DECEMBER), 
EMPLOYMENT SITUATION NOTABLY DETERIORATED OVER COURSE 
OF 1974 WITH OVERALL 56 PERCENT INCREASE IN REGISTERED 
UNEMPLOYMENT AND 40 PERCENT DECLINE IN JOB OFFERS. 
ASSESSMENT OF CURRENT LABOR SITUATION REPORTED 
PARIS 2028. 
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6. INDUSTRIAL PRODUCTION SLOWED IN FALL - 

INDUSTRIAL OUTPUT IN SEPTEMBER AND OCTOBER DECLINED 
ROUGHLY 5 PERCENT FROM MID-SUMMER LEVELS, ACCORDING 
TO REVISED FIGURES RELEASED JANUARY 14 BY INSEE (NATIONAL 
STATISTICS INSTITUTE). OVERALL INSEE INDEX OE INDUSTRIAL 
PRODUCTION (SEASONALLY ADJUSTED, BASE 1970 AS 100) SET 
AT 122 FOR BOTH SEPTEMBER AND OCTOBER EOLLOWING RECEIPT 
OF SURVEY DATA DELAYED BY AUTUMN POSTAL STRIKE. 

IN TERMS OE GROWTH OVER YEAR-EARLIER LEVELS, 

INDICES CONFIRM SLOWDOWN IN FRENCH ECONOMY: FROM 
RATES AVERAGING 5 PERCENT DURING FIRST EIGHT MONTHS 
OF 1974 (AND AS HIGH AS 7 PERCENT IN APRIL), SEPTEMBER 
INDEX REPRESENTED ONLY 1.6 PERCENT INCREASE OVER YEAR- 
EARLIER LEVEL WHILE OCTOBER INDEX IDENTICAL TO THAT 
OF OCTOBER 1973. 

7. GROWTH IN MONEY SUPPLY ACCELERATES - 

UNADJUSTED MONEY SUPPLY, BROADLY DEFINED (M2), 

ROSE TO 621.0 BILLION FRANCS BY END OCTOBER 1974; 

CURRENCY AND DEMAND DEPOSITS (Ml) TOTALED 
FE 339.4 BILLION, NEAR-MONIES AMOUNTED TO FF 281.6 
BILLION. 

SEASONALLY-ADJUSTED FIGURES (PROVISIONAL) SHOW 
Ml AND NEAR-MONIES INCREASED DURING OCTOBER BY 2.1 
AND 2.2 PERCENT, RESPECTIVELY. AT 619.7 BILLION 
UNCLASSIFIED 
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FRANCS, M2 HAD RISEN 2.3 PERCENT SINCE SEPTEMBER AND 
1 1.7 PERCENT SINCE FIRST OF YEAR; OVER FIRST 10 MONTHS 
OF 1974, M2 THUS INCREASED AT 14 PERCENT ANNUAL RATE, 
WHEREAS 12-12.6 PERCENT ANNUAL RATES REGISTERED IN 
THREE PREVIOUS MONTHS. SINCE OCTOBER 1973 M2 HAD 
GROWN 16.1 PERCENT. 

PROVISIONAL, SEASONALLY-ADJUSTED DATA ON COMPOSI- 
TION OF MONEY SUPPLY BY SOURCE SHOWED CREDITS TO THE 
ECONOMY AT EF 538.6 BILLION (UP 1.0 PERCENT EROM 
SEPTEMBER), CLAIMS ON PUBLIC SECTOR AT FF 62.8 BILLION 
(UP 2.3 PERCENT), AND NET EOREIGN EXCHANGE RESERVES 
AT FF 36.5 BILLION (UP 1.4 PERCENT). 

8. COMMODITY IMPORT BILL DOWN ONE-EIFTH IN 1974 - 

THE COST OF PRIMARY PRODUCTS IMPORTED BY FRANCE 
DECLINED AGAIN IN DECEMBER, CONTINUING EIGHT-MONTH 
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DOWNWARD TREND IN PRICES BROKEN ONLY BY SLIGHT INCREASE 
IN OCTOBER. OVERALL INSEE PRICE INDEX FOR COMMODI- 
TIES IMPORTED BY FRANCE (BASE 1968 AS 100) DROPPED 
4 PERCENT FROM 189.3 IN NOVEMBER TO 181.7 IN DECEMBER. 

INDEX HAD FALLEN SOME 20 PERCENT OVER 1974, RETURNING 
TO LEVELS LAST RECORDED IN SUMMER OF 1973. 

DECLINE IN DECEMBER IMPORT PRICES REFLECTED EVENLY 
AMONG COMMODITIES: INDICES FOR INDUSTRIAL PRIMARY 
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PRODUCTS AND FOR PRIMARY FOODSTUFFS BOTH FELL 4 PERCENT 
FROM NOVEMBER LEVELS, TO 153.0 AND 231.5, RESPECTIVELY. 

9. SAVINGS UP 44 PERCENT - 
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DEPOSITS WITH SAVINGS BANKS EXCEEDED WITHDRAWALS 
BY 18.3 BILLION FRANCS ACCORDING TO PROVISIONAL GOF 
DATA FOR 1974, FOR 44 PERCENT INCREASE OVER 1973 LEVEL 
OF 12.7 BILLION FRANCS. 

10. BUSINESS FAILURES MOUNT IN 1974 - 

INSEE STATISTICS ON BUSINESS FAILURES SHOW 
1 1,974 ADJUDICATIONS IN BANKRUPTCY DURING 1974, 

AN INCREASE OF 27 PERCENT OVER 1973 TOTAL OF 9.441. 
UNCLASSIFIED 
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SHARPEST RISE IN FAILURES RECORDED IN BUILDING AND 
PUBLIC -WORKS SECTOR (UP 37 PERCENT) AND IN HOTEL AND 
RESTAURANT TRADE (UP 33 PERCENT.). 

1 1 . OTHER REPORTS SUBMITTED DURING THE PERIOD - 
TELEGRAMS 

00698 ECONOMICS MINISTER ON GOLD 
REVALUATION AND OTHER 
FINANCIAL TOPICS JANUARY 10, 1975 

00746 ECONOMICS MINISTER ON 

ECONOMIC OUTLOOK JANUARY 10, 1975 

AIRGRAMS 

A-9 FRENCH RESERVES IN 

DECEMBER 1974 JANUARY 10,1975 

A-14 FRENCH FORIEGN EXCHANGE 

HOLDINGS JANUARY 10, 1975 

RUSH 
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